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SUBJECT: PETROLEUM: JARRIN'S LAST ACTIONS 

1. ON MINNATRES JARRIN'S LAST DAY IN OPPICE (OCTOBER 22), 

THREE NEW MEASURES APFECTING PETROLEUM COMPANIES WERE ANNOUNCED. 
ALTHOUGH EACH OF THEM CONCERNS A PINE POINT, THEY WERE HALE- 
EXPLAINED TO THE NON-COMPREHENDING PRESS TO ENSURE PULL BALLYHOO 
AS PURTHER ASSERTIONS OP DEFENSE OP NATURAL RESOURCES. 

2. THE PIRST MEASURE WILL COST TEXACO-GULP MONEY, IN THE NEIGH- 
BORHOOD $500 THOUSAND IN THE OPINION OP GULP VICE PRESIDENT DIAZ. 

BY DECREE THE API GRAVITY OP CRUDE HENCEPORTH AND RETROACTIVELY 
TO THE INITIATION OF TEXACO-GULF EXPORTS IN AUGUST 1972 IS 

TO BE CALCULATED AS IP PREE PROM WATER AND SEDIMENT. ACTUAL 
IMPURITIES OP ONE-HALE TO ONE PERCENT LOWER THE API OP PIPELINE 
CRUDE BY SOME PRACTION OP A DEGREE. THE REPERENCE PRICE POR TAX 
PURPOSES INCREASES BY 15 CENTS (ORIGIANLLY 10 CENTS) PER DEGREE 
ABOVE 28, AND IS CALCULATED IN TENTHS OP DEGREE. GULP BE- 
LIEVES THE RECALCULATION WILL INCREASE GOE TAKE BY AROUND 
ONE-HALE CENT PER BARREL. 
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3. THE SECOND MEASURE MAKES TEXACO-GULF PAY TO THE GOE THE 
86 PERCENT INCOME TAX THAT IS APPLICABLE TO THE PRODUCTION 
PAYMENT THAT GOES FROM TEXACO-GULF TO THE NORSUL AND PHOENIX 
COMPANIES ON THE OUTPUT PROM ACREAGE ONCE HELD BY THE MINAS Y 
PETROLEOS COMPANY. (SEE QUITO A-86 OP JUNE 22, 1973 AND PRE- 
VIOUS POR TAX DECREE AND BACKGROUND ON THIS TANGLE.) THE NEW 
MEASURE WAS GIVEN OUT TO LOCAL PRESS AS A $10 MILLION BACK 

TAX LEVY ON TEXACO-GULP, AND PEKING NCNA HAS REPEATED IT AS 
SUCH. ACTUALLY IT IMPOSES NO NEW PISCAL LIABILITY ON TEXACO- 
GULP OR ON NORSUL-PHOENIX. IT CLARIFIES THAT TEXACO-GULP IS TO 
WITHHOLD AND PAY THE INCOME TAX ON THE PRODUCTION PAYMENT, 
REGARDLESS OP PACT THAT THIS TAX AND PROCEDURE WERE NOT PRO- 
VIDED POR IN TEXACO-GULP'S PRIVATE CONTRACT WITH NORSUL AND 
PHOENIX. 

4. THIRD MEASURE OVERTURNS A PROVISION IN THE 1973 CONTRACTS 
WITH EXPLORATORY FIRMS ANGLO, CAYMAN AND OKC. ACCORDING TO 
CONTRACTS, CASH ROYALTY ON THE PORTION OF CRUDE PRODUCTION DES- 
TINED POR DOMESTIC USE WOULD BE CALCULATED ON BASIS OF DOMESTIC 
PRICE (CURRRENTLY 16.67 PERCENT OP $1.48). NEW MEASURE WILL 

APPLY ROYALTY ON BASIS OP REPERENCE PRICE (CURRENTLY 16.67 PER- 
CENT OF $13.70) ON DOMESTIC USE CRUDE AS WELL AS EXPORT CRUDE. 
TEXACO-GULP HAS BEEN REQUIRED TO PAY ON THE LATTER BASIS POR 
SOME TIME, APTER ARGUING UNSUCCESSFULLY THAT IT WOULD BE 
WRONG AND UNPAIR. 

HEMENWAY 


CONPIDENTIAL 


NNN 


Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 JAN 1994 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: PETROLEUM INDUSTRY, TAXES, LEVIES 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 25 OCT 1974 

Decaption Date: 01 JAN 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: shawdg 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974QUITO07115 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D740306-0288 
From: QUITO 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19741016/aaaaamxi.tel 

Line Count: 87 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION ARA 
Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 
Reference: n/a 

Review Action: RELEASED, APPROVED 
Review Authority: shawdg 
Review Comment: n/a 
Review Content Flags: 

Review Date: 13 SEP 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <13 SEP 2002 by WorrelSW>; APPROVED <05 MAR 2003 by shawdg> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: PETROLEUM: JARRIN'S LAST ACTIONS 
TAGS: ENRG, EFIN, EC, GULF, TEXICO 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



